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SEBER TANS, pLC

CONSULTANTS & CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Village Council
Viilage of Lawrence, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component units, and each major fund of Village of Lawrence, Michigan
(the Village) as of and for the year ended February 28, 2005, which collectively comprises the Village’s
basic financial statements as listed in the table of contents. These financial staterments are the responsibility
of the Village’s management. Our responsibility is to express opinions on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe our audit provides a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, and each major fund of Village of Lawrence, Michigan as of
February 28, 2005, and the respective changes in financial position and cash flows, where applicable,
thereof, for the year then ended, in conformity with accounting principles generally accepted in the United
States of America.

As described in Nate [, the Village has implemented a new financial reporting model, as required by the
provisions of GASB Statement No. 34, Basic Financial Statements — and Management's Discussion and
Analysis — for State and Local Governments, as amended and interpreted, as of March 1, 2004.

The management’s discussion and analysis and budgetary comparison information on pages 2-5 and 30-35,
are not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it

Comer Tans, PLC

Seber Tans, PLC
Kalamazoo, Michigan

April 27, 2005

555 W. Crosstown Parkway, Suite 304
Kalamazoo, Michigan 49008 1 Phone (269) 343-8180
wwiw stdhe.com Fax (269) 343-5419
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Management’s Discussion and Analysis

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Assets and the Statement of Activities
provides information about the activities of the Village as a whole as well as providing a view of the village’s longer-term
finances.

Fund financial statements show how services were financed in the short term and also show what remains for future
spending.

The Management’s Discussion and Analysis is a requirement of GASB 34, and is intended to be the Village’s analysis of
the financial results for the fiscal year ended February 28, 2005. Because this is our Village’s first financial report
presented in the format required by Governmental Accounting Standards Board (GASB) Statement No. 34, certain
comparative information ordinarily required is not available. Subsequent reports will include a prior year comparison of
results.

The Village as a Whole

The Village’s combined net assets showed a slight improvement during the 2004/2005 fiscal year. Factors contributing
towards this slight improvement are found generally within the governmental activities of the Village. The table below
shows a summary of the net assets at February 28, 2005.

Governmental Business-Type
Activities Activities Total
Total Assets $ 847,633 $ 3,783,263 5 4,630,896
Liabilities 49,758 1.268.325 1,318,083
Net Assets 3 797,875 $ 2514938 $ 3,312,813

The Village’s Funds

There are five funds the village’s financial system is required to be divided into to allow for specific purposes and
accountability of expenses incurred throughout the year. These funds are; General Fund, Water Fund, Sewer Fund, Major
Street Fund, Local Street Fund.

The General Fund pays for the majority of operating expenses that the village incurs including; administration, local
police department operations, general labor for areas of general fund activity including maintenance of the parks, building
maintenance, DPW equipment purchase and maintenance, sidewalk maintenance, refuge disposal, office equipment
purchase and maintenance, holiday decorations, elections, zoning administration, etc.

The General Fund also pays for other fund balances that may have fallen short for various reasons.

The Water Fund pays for both minor and major repairs of the village’s water system as well as general maintenance of the
system including administration, labor costs, spare parts inventory, electrical usage by the well pumps, security for the
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system, chemicals used in the treatment process, laboratory costs associated with DEQ requirements, etc. The Water Fund
pays the General Fund for equipment used through a rental based program to help pay for required equipment originally
purchased using funds from the General Fund.

The Sewer Fund pays for both minor and major repairs of the village’s sewer system as well as general maintenance of the
system including labor costs, spare parts inventory, electrical usage by the four lift stations, security for the system,
chemicals used in the system, laboratory costs of discharging wastewater associated with DEQ requirements, etc. The
Sewer Fund also pays the General Fund for equipment used based on a rental program to help pay for required equipment
originally purchased using funds from the General Fund. The Sewer Fund is also required to pay back the Van Buren
County Revolving Loan Fund for a low interest loan acquired to construct the waste water lagoon system currently in use.

The Major Street Fund pays for minor and major repairs of all streets classified as part of the Major Street System
including storm drainage systems, administration, tree trimming and planting programs, etc. The Village receives funds
from the State of Michigan through the Act-51 funding system which is calculated by the state on a footage basis. These
funds are received on a quarterly basis. The Major Street Fund also pays the General Fund for equipment used based on a
rental program to help pay for required equipment originally purchased using funds from the General Fund.

The Local Street Fund pays for minor and major repairs of all streets classified as part of the Local Street System
including storm drainage systems, administration, tree trimming and planting programs, etc. The Village receives funds
from the State of Michigan through the Act-51 funding system which is calculated by the state on a footage basis. These
funds are received on a quarterly basis. The Local Street Fund also pays the General Fund for equipment used based on a
rental program to help pay for required equipment originally purchased using funds from the General Fund.

Governmental Activities

A conservative estimate of budget revenues was made in light of such possible cutbacks in State Revenue Sharing and
Act-51 funds as well as continued lower interest rates earned on fund balances. Actual revenues were approximately 6%
higher than originally budgeted at the beginning of FY 2004/2005. Throughout the year additional expenditures were
approved which still allowed keeping the budgets in balance.

a) Anticipated transfers totaling $28,000 to the Street Funds were not needed and stayed within the General Fund.

b} Indebtedness for previous DPW equipment purchases were paid off in FY 2004/2005.

¢) The repaving of Paw Paw Street was accomplished at a significant savings to the Major Street Fund enabling the
Village to enter FY 2005/2006 without requiring a transfer of funds from the General Fund. This savings allowed
the Village to retain suitable fund equity with which to start the FY 2005/2006.

d) The entire amount of tax capture by the LDFA, approximately $10,000, was returned to the Village by direction
of the LDFA to repay the Village’s cost to build the Industrial Park Infrastructure,

e) Revenue from the sale of the Department of Public Works storage building gained in FY 2003/2004 the Village
purchased a suitable replacement building during FY 2004/2005. This action yielded a profit to the Village of
greater than $60,000.

Business-Type Activities

The Village’s business-type activity consists of the Water and Sewer Funds. We provide water and wastewater services to
100% of the village residents (approximately 400 customers). We also provide water and sewer services to a few
residents living outside the village limits which a considered Lawrence Township residents. The customers living in the
Township receiving services pay a rate of 1.5 times the rate of a village resident. The Van Buren Intermediate School
System, located within the village limits, is currently the largest user of the two systems. A major upgrade of the
Village’s water system was completed in 2003 to replace small, inadequate water mains through the heart of the village as
well as Bangor road. This upgrade was financed using a low interest loan acquired from the United States Department of
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Agriculture and the water rates were increased at that time to insure repayment of the loan. The Water & Sanitary Sewer
Systems showed a slight deterioration of their financial positions.

a) Revenues from the sale of water and sanitary sewer were less than initially budgeted but within 5% of the
anticipated amount. This can be attributed to residents and business’s conserving water to save money on their
water and sanitary sewer bills.

b) Positive Fund Balances in both Water and Sanitary Sewer Funds were achieved by delaying proposed major
repairs to future fiscal year budgets. Approximately $12,000 of improvements were delayed which are not

considered detrimental to the continued operation of the respective utility systems.

Restrictions on Funds

No restrictions on funds have been imposed by the Village, any restrictions or other limitations come at the direction of
the State and Federal Governments. There were no projects involving grant funds that remained to be closed out at the end
of FY 2004/2005. The United States Department of Agriculture (USDA) Loan to the water fund was not closed out as of

the end of FY 2004/2005.

Significant Budget Variances

Variances between the original budget and final budget greater than $10,000 FY 2004/2005 included:

a) Amendments to the General Fund regarding the office clerk’s salary and contracted services were meant to bring
the budget amounts in line with stated actual costs. A reconciliation among the funds of the village will more
accurately distribute these costs. This process will be completed after the close of the FY 2004/2005 budget and

audit reporting.

b) Anticipated transfers of operating funds from the General Fund to the Street Funds were not needed.

¢) The Major Street Fund was amended to reflect the savings realized with the Paw Paw Street paving project, as
well as to reflect the accounting practice of the Office Clerk salary when spreading the accounts payable
expenditures.

d) The amended Police budget reflects the accounting practice of the Office Clerk in spreading the accounts payable.
Additional costs of nearly $9,500 above the approved annual contract for Police protection with the Van Buren
County Sheriff’s Department was approved by the Village Council.

These factors are not expected to have an impact on future service or liquidity.

Significant Assets or Long-Term Debt

During FY 2004/2005, the paving project of Paw Paw Street, at an approximate cost of $161,500, and the purchase of a
building to house part of the Department of Public Works, at an approximate cost of less than $60,000, were the only
significant capital asset activities by the Village.

Long-Term debt activity remains with the water & sanitary sewer systems, with terms of 18 and 38 years remaining for
repayment of the loans.

As of July 2005, there is one commitment for capital expenditures by the water fund. This is for a new well at an
estimated total cost of $200,000. $160,000 will be funded with a Michigan Economic Development Grant with a local
match requirement of $40,000 to come from the water fund. Additional capital asset projects rematn uncommitted by the
Village.
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The Village does anticipate incurring preliminary costs for replacement of the Brush Creek Bridge in 2005. The bridge
replacement itself will be scheduled for summer of 2006. The total estimated cost for the bridge replacement is
approximately $528,000, $380,000 will be funded by the Michigan Department of Transportation, the remaining $148,000
will have to be funded by the Village’s Street Funds although we have currently applied for an $118,000 grant through the
Michigan Economic Development Corporation and if awarded the grant the Village’s portion would be reduced to
$30,000.

Contacting the Village’s Management

This financial report is intended to provide our citizens, taxpayers, and customers with a general overview of the Village’s
finances and to show the Village’s accountability for the money it receives. If you have any questions about this report or
need additional information, we encourage you to contact the Village Hall at 269-674-8161 or visit the Village Hall Office

at P.O. Box 217, 157 N. Paw Paw Street, Lawrence, Michigan 49064
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VILLAGE OF LAWRENCE, MICHIGAN

STATEMENT OF NET ASSETS
February 28, 2005
Primary Government
Business-
Governmental Type Component
Activities Activities Total Units
ASSETS
Cash and cash equivalents S 427,151 $ 488,878 s 916,029 $ 10,086
Investments - 215,318 215,318 -
Accounts receivable 2,908 67,649 70,557 -
Taxes receivable 26,129 -— 26,129 -
[nternal balances 56,801 (56,801) --- -
[nventory — 40,240 40,240 -
Due from primary government --- - - 16,973
Capital assets - net 334,644 3,027,979 3,362,623 125,000
TOTAL ASSETS § 847,633 $ 3,783,263 $ 4,630,896 S 152,059
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable S 27,899 3 - 5 27,899 S ---
Customer deposits - 6,325 6,325 ---
Due to component units 16,973 - 16,973 -
Noncurrent liabilities ———

Due within one year - 23,000 23,000 -

Due in more than one year 4 886 1,235,000 1,243,886 -
TOTAL LIABILITIES 49,758 1,268,325 1,318,083 ——

NET ASSETS
Invested in capital assets, net of related

debt 334,644 1,765,979 2,100,623 125,000
Restricted for:

Streets 111,985 -—- 111,985 -—
Unreserved 351,246 748,959 1,100,205 27,0359
TOTAL NET ASSETS 797,875 2,514,938 3,312,813 152,059

TOTAL LIABILITIES AND NET
ASSETS $ 847,633 $ 3,783,263 $ 4,630,896 $ 152,059

See Notes to Financial Statement
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VILLAGE OF LAWRENCE, MICHIGAN
COMBINED BALANCE SHEET - GOVERNMENTAL FUNDS AND THE
RECONCILIATION TO THE STATEMENT OF NET ASSETS

February 28, 2005
Total
Major Local Govern-
General Street Street Mental

ASSETS

Cash and cash equivalents $ 317,685 $ 65,119 § 44347 § 427,151

Accounts receivable 2,908 -- - 2,908

Due from other funds 66,495 - - 66,495

Due from component units 2,224 - - 2,224
TOTAL ASSETS 3 389,312 $ 65,119 $ 44,347 $ 498,778
LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts payable g 27,899 $ - 3 - 5 27,899

Due to other funds 6,726 585 2,383 9,694

Duge to component units 19,197 - -— 19,197

TOTAL LIABILITIES 53,822 585 2,383 56,790
FUND BALANCES

Reserved for street services - 64,534 41,964 106,498

Linreserved 335,490 --- —- 335,490

TOTAL FUND BALANCES 335,490 64,534 41,964 441,988
TOTAL LIABILITIES AND FUND

BALANCES $ 389,312 $ 65,119 § 44,347 § 498,778

Reconciliation of the Combined Balance Sheet — Governmental Funds to the Statement of
Net Assets:

Total governmental fund balances $ 441988

Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources, and are not reported

in the funds:
The cost of the capital assets is 716,597
Accumulated depreciation is {381,953)
334,644
Other assets are not available to pay for current year expenditures and therefore are deferred in the
funds and recognized as revenue in the statement of activities 26,129
Long term liabilities that are not due and payable in the current period and are not reported
in the funds: {4,886)
NET ASSETS OF GOYERNMENTAL ACTIVITIES $ 797,875

See Notes 1o Financial Statements



VILLAGE OF LAWRENCE, MICHIGAN
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS
For the Year Ended February 28, 2005

Total
Major Local Govern-
General Street Street Mental
REVENUES
Property taxes 5 123,655 5 36412 3 18,217 3% 178,284
Licenses and permits 748 - - 748
Intergovernmental revenues 126,745 78,290 20,665 225,700
Charges for service 11,096 - - 11,096
Interest 1,589 1,318 331 3,238
Miscellancous 70,197 - - 70,197
TOTAL REVENUES 334,030 116,020 39,213 489,263
EXPENDITURES
Current
General government 65,536 - - 65,536
Public safety 146,694 -—-- — 146,694
Public works 104,814 67,483 26,166 198,463
Capital outlay 54,405 91,287 -— 145,692
Debt service 2,171 e —— 2,171
TOTAL EXPENDITURES 373,620 158,770 26,166 558,556
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (39,590) {42,750) 13,047 (69,293)
Fund balances at beginning of year 375,080 107,284 28,917 511,281
FUND BALANCES AT END OF YEAR $ 335490 § 64,534 § 41,964 § 441,988

See Notes to Financial Staternents



VILLAGE OF LAWRENCE, MICHIGAN

RECONCILIATION OF THE COMBINED STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
For the Year Ended February 28, 2005

Net change in fund balance - total governmental funds

Amounts reported for governmental activities in the statement of

activities are different because:

Governmental funds report capital outlays as expenditures; in
the statement of activities, these costs are allocated over their

estimated useful lives as depreciation:
Depreciation expense
Capital outlay

Repayment of long-term debt is an expenditure in the governmental
funds, but not in the staternent of activities (where it reduces

long-term debt payable)

Some expenses reported in the statement of activities do not require
the use of current financial resources and therefore are not

reported as expenditures in governmental funds:

Change in accumulated sick pay

Assets are not available to pay for current period expenditures and
therefore are deferred in the funds and recognized as revenue in

the statement of activities:
Change in property taxes receivable

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements
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VILLAGE OF LAWRENCE, MICHIGAN
COMBINING STATEMENT OF NET ASSETS — PROPRIETARY FUNDS

February 28, 2005
Water Sewer
Fund Fund Total
ASSETS
CURRENT ASSETS
Cash and cash equivalents 3 378,455 ] 110,423 b 488,878
Investments 215,318 --- 215,318
Accounts receivable 35,780 31,869 67,649
Due from other funds 6,726 203,191 209,917
Inventory 24,026 16,214 40,240
TOTAL CURRENT ASSETS 660,305 361,697 1,022,002
PROPERTY AND EQUIPMENT
Water system 2,462,421 - 2,462,421
Sewer system — 2,250,335 2,250,335
2,462,421 2,250,335 4,712,756
Less accumulated depreciation {691,701) {993,076) (1,684,777)
NET PROPERTY AND EQUIPMENT 1,770,720 1,257,259 3,027,979
TOTAL ASSETS $ 2,431,025 $ 1,618,956 $ 4,049,981
LIABILITIES
CURRENT LIABILITIES
Customer deposits $ 6,325 $ -— $ 6,325
Due to other funds 203,191 63,527 266,718
Current maturities of general obligation
bonds payable 8,000 15,000 23,000
TOTAL CURRENT LIABILITIES 217,516 78,527 296,043
GENERAL OBLIGATION BONDS
PAYABLE, net of current maturities 974,000 265,000 1,239,000
NET ASSETS
Invested in capital assets, net of related debt 788,720 977,259 1,765,979
Unrestricted 450,789 298,170 748,959
TOTAL NET ASSETS 1,239,509 1,275,429 2,514,938

TOTAL LIABILITIES AND NET ASSETS $ 2,431,025 S 1,618,956 $ 4,049,981

See Notes to Financial Statements
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VILLAGE OF LAWRENCE, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET
ASSETS - PROPRIETARY FUNDS
For the Year Ended February 28, 2005

Water Sewer
Fund Fund Total
OPERATING REVENUES
Charges for services g 177,979 $ 152,392 b 330,371
Late charges 4,060 — 4,060
Miscellaneous 8,581 6,014 14,595
Connection charges 1,200 1,800 3,000
Equipment rental 9,444 -—- 9,444
Other labor sales 1,106 706 1,812
TOTAL OPERATING REVENUES 202,370 160,912 363,282
OPERATING EXPENSES
Contracted services 46,765 53,548 100,313
Depreciation 86,106 50,970 137,076
Equipment rental 13,797 17,724 31,521
Engineering 4,400 1,568 5,968
Repairs and maintenance 5,319 7,169 12,488
Utilities 6,160 6,213 12,373
Operating labor costs 6,704 5,625 12,329
Legal and accounting 2,837 2,725 5,562
Supplies [,447 663 2,112
Miscellaneous 4,609 1,019 5,028
Insurance 377 -— 377
TOTAL OPERATING EXPENSES 178,521 147,226 325,747
OPERATING INCOME 23,849 13,686 37,535
NON-OPERATING INCOME (EXPENSE)
Interest income 3,697 923 6,620
Interest expense (46,784) (14,750} {61,534)
NET NON-OPERATING EXPENSE {41,087) {13,827} (54,914)
DECREASE IN NET ASSETS (17,238) (141) (17,379)
Net assets at beginning of year 1,256,747 1,275,570 2,532,317
NET ASSETS AT END OF YEAR S 1,239,509 $ 1,275,429 S 2,514,938

See Notes to Financial Statements
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VILLAGE OF LAWRENCE, MICHIGAN
COMBINING STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
For the Year Ended February 28, 2005

CASH FLOWS FROM OPERATING
ACTIVITIES
Cash received from:
Receipts from customers
Customer security deposits
Total cash received

Cash paid for:
Contracted services
Engineering
Repairs and maintenance
Utilities
Legal and accounting
Supplies
Miscellaneous
Insurance
Internal Payments to other funds
Total cash paid
NET CASH PROVIDED BY OPERATING
ACTIVITIES

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of capital assets
Interest paid on bond
Proceeds from bond
Principal payments on bond
NET CASH USED IN CAPITAL AND

RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING
ACTIVITIES
Interest income
Interest reinvestment
NET CASH PROVIDED BY INVESTING
ACTIVITIES

NET INCREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at beginning of
year

CASH AND CASH EQUIVALENTS AT
END OF YEAR

See Notes to Financial Statements

Water Sewer
Fund Fund Total
$ 193,360 $ 161,026 $ 354386
225 225
193,585 161,026 354,611
(46,765) (53.548) (100,313)
(4.400) (1.568) (5.968)
(5.319) (7,169) (12,488)
(6.160) (6.213) (12.373)
(2.837) (2.725) (5.562)
(6.013) (2.224) (8.237)
(4,609) (1.019) (5,628)
(377) (377)
(17,783) (18,434) (36.217)
(94,263) (92,900) (187.163)
99,322 68,126 167,448
(10,075) (10,075)
(46.784) (14,750) (61.534)
12,000 12,000
(8,000) (15,000) (23,000)
(52,859) (29,750) (82,609)
5,607 923 6,620
(2,528) (2.528)
3,169 923 4,092
49,632 39,299 88,931
328,823 71,124 399,947
$ 378,455 $ 110,423 S 488,878
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VILLAGE OF LAWRENCE, MICHIGAN
COMBINING STATEMENT OF CASH FLOWS —
PROPRIETARY FUNDS (CONTINUED)

For the Year Ended February 23, 2005

CASH FLOWS FROM OPERATING
ACTIVITIES
Operating income
Adjustments to reconcile operating
income to cash used in operating
activities:
Depreciation
Decrease (increase) in:
Accounts receivable
Inventory
Other assets
Increase (decrease) in:
Other payables
Customer deposits
NET CASH PROVIDED BY
OPERATING ACTIVITIES

See Notes to Financial Statements

Water Sewer
Fund Fund Total
$ 23,849 3 13,686 h 37,535
86,106 50,970 137,076
434 114 548
{4,566) (1,559) (6,123)
139,043 145,769 284,812
(145,769) (140,854) (286,623)
225 - 225
$ 99,322 $ 68,126 $ 167,448
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE A - Summary of Significant Accounting Policies

The accounting policies of the Village of Lawrence, Michigan (the Village) are in conformity
with accounting principles generally accepted in the United States of America as applicable
to governmental units. The following is a summary of the significant accounting policies
used by the Village.

Reporting Entity

The Village was incorporated as a general law village under act of Legislature approved
March 24, 1869, and operates under a Council-President form of government. The Village
provides highways and streets, water and sewer, parks and recreation, public improvement,
planning and zoning, and general administrative services. Fire protection and quick response
services are provided through contract with the Township of Lawrence. Effective November
2002 police protection is provided through contract from the Sheriff of Van Buren County.
The financial statements of the Village do not reflect the activity of the fire department or
quick response service. Educational services are provided through the local school district,
which is a separate entity.

As required by accounting principles generally accepted in the United States of America,
these financial statements present the Village and its component units. In evaluating how to
define the Village for financial reporting purposes, management has considered all potential
component units. The decision to include a potential component unit in the reporting entity
was made by applying the criteria set forth in Governmental Accounting Standards Board
Statement No. 14, The Financial Reporting Entity.

The individual component units discussed below are included in the Village’s reporting entity
because of their financial relationship with the Village,

Discretely Presented Component Units

The following component units are reported within the “component units” column in the
combined financial statements. The discretely presented component units are entities that are
legally separate from the Village, but for which the Village is financially accountable.

Downtown Development Authority (DDA)

The DDA was created to correct and prevent deterioration in the downtown district,
encourage historical preservation, and to promote economic growth within the
downtown district. The DDA’s govemning body, which consists of eight members, is
selected by the Village Council. In addition, the DDA’s budget is subject to approval
by the Village Council. The complete financial statements of the DDA are included
within the Village’s general purpose financial statements.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE A - Summary of Significant Accounting Policies (Continued)
Local Development Finance Authority (LDFA)

The LDFA was created to encourage local development, prevent conditions of
unemployment, promote economic growth, and authorize the creation and
implementation of development and financing plans in the Village. The LDFA’s
governing body, which consists of seven members, is selected by the Village Council. In
addition, the LDFA’s budget is subject to approval by the Village Council. The complete
financial statements of the LDFA are included within the Village’s general purpose
financial statements.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement
of changes in net assets) report information on all of the non-fiduciary activities of the
primary government. For the most part, the effect of interfund activity has been removed
from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely
to a significant extent on fees and charges for support. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Program revenue includes (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function and (2) grants and contributions that are restricted to
meeting the operational or capital requirements of a particular function. Taxes,
intergovernmental payments, and other items not properly included among program revenues
are reported instead as general revenue.

Separate financial statements are provided for governmental funds and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major enterprise funds are reported as separate columns in
the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Government- Wide Statements

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary funds.
Revenue is recorded when eamed and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenue in the
year for which they are levied. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE A - Summary of Significant Accounting Policies (Continued)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considered to be available if it is
collected within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and severance pay, are
recorded only when payment is due.

Property taxes, state-shared revenue, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenue of the
current fiscal period. All other revenue items are considered to be available only when cash
is received by the government.

Taxes Receivable

The Village’s tax is levied on each July 1* on the taxable valuation of property (as defined by
state statutes) located in the Village as of the preceding July 31%. Uncollected taxes are
purchased by the County within 120 days following the close of the fiscal year of the tax
levy. Uncollectible accounts are charged back to the Village by the County.

The 2004 taxable valuation of The Village totaled $11,514,387, on which ad valorem taxes
levied consisted of 11.29 mills for operating purposes, 3.01 mills for major street services,
and 1.51 mills for local street services. Theses amounts are recognized in the respective
General and Spectial Revenue financial statements as taxes receivable or as tax revenue.

Fund Based Statements

The Village reports the following major governmental funds:

The General Fund is the Village’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund.

The Major Street Fund accounts for the resources of state gas and weight tax revenues
that are restricted for use on major streets,

The Local Street Fund accounts for the resources of state gas and weight tax revenues
that are restricted for use on local streets.

Additionally, the Village reports the following major proprietary funds:
The Water Fund accounts for the activities of the water distribution system.

The Sewer Fund accounts for the activities of the sewage collection system.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE 4 — Summary of Significant Accounting Policies (Continued)

As a general rule, the effect of inter-fund activity has been eliminated from the government-
wide financial statements. Exceptions to this general rule are charges between the Village’s
water and sewer functions and various other functions of the Village. Eliminations of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

Amounts reported as program revenue include; {1) charges to customers or applicants for
goods, services or privileges provided; (2) operating grants and contributions; and (3} capital
grants and contributions, including special assessments. Internally dedicated resources are
reported as general revenue rather than as program revenue. Likewise, general revenue
includes all taxes.

Proprietary funds distinguish operating revenue and expenses from non operating items.
Operating revenue and expenses generally result from providing water and sewer services in
connection with a proprietary fund’s principal ongoing operations. The principal operating
revenue of our proprietary funds relate to charges to customers for sales and services. The
water and sewer funds also recognize the portion of tap fees intended to recover current costs
(e.g., labor and materials to hook up new customers) as operating revenue. Operating
expenses for proprietary funds include the cost of sales and services, administrative expenses,
and depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as nonoperating revenue and expenses.

Assets, Liabilities, and Net Assets or Equity

Deposits and Investments

Cash and cash equivalents include cash on hand, demand deposits, and short-term
investments with a maturity of three months or less when acquired. Investments are stated at
fair value.

Receivables and Payables

In general, outstanding balances between funds are reported as “due to/from other funds.”
Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as “advances to/from other funds.”
Any residual balances outstanding between the governmental activities and the business-type
activities are reported in the government-wide financial statements as “internal balances”

All trade and property tax receivables are shown net of an allowance for uncollectible
amounts. Taxes are levied on July 1st and are collected through February 28 by various local
units for the District. The local units then remit to the District any delinquent real property
taxes by June 30.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE A - Summary of Significant Accounting Policies (Continued)

Inventories and Prepaid Costs

Inventories are valued at cost, on a first-in, first-out basis. Inventories of governmental funds
are recorded as expenditures when consumed rather than when purchased. Certain payments
to vendors reflect costs applicable to future fiscal years and are recorded as prepaid costs in
both government-wide and fund financial statements.

Capital Assets

Capital assets, which include property, buildings, equipment, vehicles and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial individual
cost of more than $1,000 and an estimated useful life in excess of | year. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded as estimated fair market value at the date of donation. Costs of
normal repair and maintenance that do not add to the value or materially extend asset life are
not capitalized.

Building, equipment, and vehicles are depreciated using the straight-line method over the
following useful lives:

Buildings 20-50 years
Building improvements 15-30 years
Water and sewer lines 40-50 years
Roads 10-30 years
Other infrastructure 5-20 years
Vehicles 3-5 years
Office equipment 5-7 years
Computer equipment 3-5 years
Compensated Absences

The liability for compensated absences reported in the government-wide statements consist of
unpaid accumulated sick days and annual vacation balances. Vacation benefits accumulate
on a calendar year basis. Unused vacation at December 31 cannot be carried forward to the
next calendar year. Employees may accumulate a maximum of 60 days of sick leave.
Unused vacation and sick leave benefits are paid upon termination of employment.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE A - Summary of Significant Accounting Policies (Continued)
Long-Term Obligations

In the government-wide financial statements and the proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as liabilities
in applicable governmental activities or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are reported as deferred charges
and amortized over the term of the related debt.

In the fund financial statements governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs, during the current period.

Premiums received on debt issuances are reported as other financing sources while discounts
are reported as other financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not availabie for appropriation or are legally restricted by outside parties for
use for a specific purpose. Designations of fund balance represent tentative management
plans that are subject to change. Contributed capital is recorded in proprietary funds for
capital grants or contributions from customers or other funds.

Comparative Data/Reclassifications

Comparative data is not included in the district’s financial statements.

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires the Village’s management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results may differ from those estimates.

NOTE B - Stewardship, Compliance, and Accountability

Budgetary Information

Annual budgets are adopted on a basis consistent with accounting principles generally
accepted in the United States of America and state law for the general and special revenue
funds. All annual appropriations lapse at fiscal year end.
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VILLAGE OF LAWRENCE, MICHEGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE B - Stewardship, Compliance, and Accountability (Continued)

The Village follows these procedures in establishing the budgetary data reflected in the
financial statements:

1.

At the December Village Council meeting, the Village President submits to the
Village Council a proposed operating budget for the fiscal year commencing the
following March 1*. The operating budget includes proposed expenditures and
the means of financing them.

A public hearing is conducted to obtain taxpayer comments.

Prior to March 1%, the budget is legally adopted by the Village Council.

The Village President is authorized to transfer up to $1,000 of budgeted amounts
between activities within any fund; however, any revisions that alter the total
expenditures of any fund must be approved by the Viilage Council.

Formal budgetary integration is employed as a management control device
during the year for the General Fund, Major Street Fund, Local Street Fund, and
Water and Sewer Fund.

Excess of Expenditures Over Appropriations in Budgeted Funds

The Uniform Budgeting and Accounting Act, as amended, provides that a local governmental
unit shall not incur expenditures in excess of the amount appropriated. The Village’s actual
expenditures and budgeted expenditures for the funds budgeted have been shown on 2
functional basis. The approved budgets of the Village for these budgeted funds were adopted

on the line item level.

The Village has one significant budget variance in the general fund for capital outlay in the

amount of $50,605.

NOTE C - Cash and Investments

At February 28, 2005, the Village's deposits and investments were reported in the basic

financial statements in the following categories:

Govern-~ Business- Total
Mental Type Primary Component
Activities Activities Government Units
Cash and cash equivalents b 427,151 $ 488,878 § 916,029 5 10,086
Investments - 215,318 215318 -
TOTAL 3 427,151 by 704,196 S 1,131,347 s 10,086
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE C - Cash and Investments (Continued)

The breakdown between deposits and investments is as follows:

Primary Component

Government Units
Bank deposits (checking, savings and money market accounts) § 916,029 S 10,086
[nvestments (certificates of deposit) 215318 ---
TOTAL $ 1,131,347 % 10,086

Michigan Compiled Law authorizes the Village to deposit and invest in the accounts of
federally insured banks, credit unions, and savings and loan associations which have an office
in Michigan. The Village is allowed to invest in bonds, securities and other direct obligations
of the United States, or any agency or instrumentality of the United States; United States
government or federal agency obligations; repurchase agreements; banker’s acceptance of
United States banks; commercial paper rated within the two highest classifications, which
mature not more than 270 days after the date of purchase; obligations of the State of
Michigan or its political subdivisions which are rated as investment grade; and mutual funds
composed of investment vehicles which are legal for direct investment by local units of
government in Michigan.

The Village Council has designated one bank for deposit of the Village's funds. The
investment policy adopted by the Village Council has authorized investments in bonds and
securities of the United States government, bank accounts, and certificates of deposit, but not
the remainder of State statutory authority as listed above.

The Village's deposits and investment policy are in accordance with statutory authority.

Cash deposits and investments are classified according to credit risk to give an indication of
the level of risk assumed by the Village at February 28, 2005. The categories are described
as follows:

Category 1: Insured or registered, or securities held by the Village or by its agent in
the Village’s name.

Category 2: Uninsured and unregistered, with securities held by the counterparty’s
trust department or agent in the Village’s name.

Category 3: Uninsured and unregistered, with securities held by the counterparty or
by its trust department or agent but not in the Village’s name.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE C - Cash and Investments (Continued)

At February 28, 2005 the Village’'s bank balance in cash deposits including checking,

savings, money market accounts, and investments in certificates of deposit was $1,175,842,

of which $960,524 is reported as cash and cash equivalents, and $215,318 is reported as

investments which are certificates of deposits which mature in greater than three months. -
Of the bank balance $100,000 is covered by federal depository insurance and $1,075,842

was uninsured and uncollateralized. The component units’ deposits had a bank balance of

$10,086 of which all was covered under federal depository insurance.

NOTE D - Capital Assets

Capital asset activity of the Village’s governmental activities was as follows:

March 1, February 28,
2004 Additions Disposals 2005
Capital assets not being
depreciated:
Land 3 28,144 3 5,100 § -— $ 33244
Capital assets being
depreciated:
Parking lots 60,208 ——- --- 60,208
Paved recreational areas 5,882 - - 5,882
Qutside construction 73,233 - - 73,233
Buildings and
improvements 154,744 49,305 - 204,049
Equipment 142,917 - — 142,917
Vehicles 105,777 -— —— 105,777
Infrastructure - 91,287 --- 91,287
542,761 140,592 --- 683,353
Less accumulated
depreciation (354,146) {27,807) - (381,953)
Net capital assets being
depreciated 188,615 112,785 --- 301,400
Governmental activities capital
total - net of accumulated
depreciation $ 216,759 $ 117,885 b - $ 334,644

Depreciation expense was not charged to activities as the Village considers its assets to
impact multiple activities and allocation 1s not practical.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE D - Capital Assets (Continued)

Capital asset activity of the Village’s proprietary fund type activities was as follows:

March 1, Febmary 28,
2004 Additions Disposals 2005
Capital assets being
depreciated:
Water supply system § 1,748,974 - - § 1,748,974
Water mains 631,321 10,075 - 641,396
Water equipment 72,051 - - 72,051
Sewer lagoon 1,499,858 - . --- 1,499,858
Sewer lines 685,313 - - 685,313
Sewer equipment 65,164 -— s 65,164
4,702,681 10,075 4,712,756
Less accumulated
depreciation {1,547.701) (137,076) o (1,684,777)
Net capital assets being
depreciated $ 3,154,980 {127,001) — $ 3027979
Capital asset activity of the Village’s component units was as follows:
March 1, February 28,
2004 Additions Disposals 2005
Capital assets not being
depreciated:
Land § 125,000 3 - ¥ - 3§ 125000
NOTE E - Interfund Receivables and Payables
The composition of interfund balances as of February 28, 2005, is as follows:
Due to/from other funds:
Receivable Fund Payable Fund Amount
General Fund Sewer Fund 5 63,527
Major Street Fund 585
Local Street Fund 2,383
Water Fund General Fund 6,726
Sewer Fund Water Fund 203,191
$ 276,412
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE E - Interfund Receivables and Payables (Continued)

Due to/from primary government and component units:

Receivable Fund Payable Fund Amount
Local Finance Development
Authority General Fund $ 19,197
General Fund Downtown Development
Authority 2,224
$ 21,421

NOTE F - Long-Term Debt

The individual fund long-term debt and other long-term obligations of the Village and the
changes therein, are summarized as follows:

Balance at Balance at
March 1, February 28,
2004 Additions Deductions 2005

GOVERNMENTAL ACTIVITIES

Installment loan with credit

corporation in the amount of

$15,279. Principal and

interest payments are due in

monthly installments of $310,

including interest at 7.99%

per annum. 3 2,111 3 - 3 (2,111) % -

Compensated absences — sick
leave 7,747 — (2,861) 4,886
TOTAL GOVERNMENTAL
ACTIVITIES 3 9,858 5 — 3 (4972) 8 4,886

PROPRIETARY FUNDS

1981 general obligation bonds

in the amount of $520,000.

Principal payments are due

annually on January 1, with

interest at 5% payable semi-

annually. $ 295,000 3 - 3 (15,0000 $ 280,000

2002 revenue bonds in the

amount of $1,000,000.

Principal payments are due

annually on January 1, with

interest at 4.75% payable

sermi-annually. 978,000 12,000 {8,000) 082,000
TOTAL PRCPRIETARY FUNDS § 1,273,000 § 12,000 {23,000 $ 1,262,000

L3
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE F - Long-Term Debt (Continued)

Annual debt service requirements to maturity for debt obligations are as follows:

Governmental Activities Business-Type Activities
Payments due for years
ending February 28: Principal Interest Principal Interest
2006 5 - 3 - % 23,000 8 60,645
2007 - - 25,000 59,515
2008 o - 27,000 58,290
2009 -— --- 27,000 56,970
2010 - --- 34,000 55,650
2011 —- --- 35,000 53,985
2012 --- --- 35,000 52,273
2013 - - 36,000 50,560
2014 -— - 36,000 48,800
2015 - - 36,000 47,040
2016 --- - 38,000 45,280
2017 -—- - 38,000 : 43,425
2018 - --- 38,000 41,570
2019 -— - 40,000 39,715
2020 -— --- 40,000 37,765
2021 - - 22,000 35,815
2022 - - 22,000 34,770
2023 - . 24,000 33,725
2024 - - 24,000 32,585
2025 --- - 26,000 31,445
2026 - - 26,000 30,210
2027 - - 28,000 28,975
2028 -— --- 30,000 27,645
2029 -— -— 32,000 26,220
2030 -— - 32,000 24,700
2031 -— - 36,000 23,180
2032 -— -— 36,000 21,470
2033 - - 38,000 19,760
2034 - - 38,000 17,955
2035 - -— 40,000 16,150
2036 - - 40,000 14,250
2037 - - 42,000 12,350
2038 - --- 42,000 10,355
2039 - -- 44,000 8,360
2040 - - 44,000 6,270
2041 --- --- 44,000 4,180
2042 — - 44,000 2,090
TOTAL PROPERTIERY FUNDS § -3 - § 1,262,000 § 1,213,943
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE F - Long-Term Debt (Continued)

1981 General Qbligation Bonds

On March 11, 1981, the village entered into a contract with the Van Buren County Board of
Public Works to finance, construct, and operate an mmproved sanitary sewage disposal
system. The system is known as Van Buren County Sanitary Sewage Disposal System #6
(Village of Lawrence). The Village’s share of the project of $520,000 was financed by the
sale of bonds through the County Agency. Federal and state grants were obtained to finance
the remaining cost.

The Village will lease the system until such time as the bonds are paid in full. At that time,
the Village will become the owner of the system. The cost of rental will include the
operation, maintenance, and management of the system, and the payment of the debt service
requirement. The Village has assumed responsibility for payment of the bonds, as reflected
on the balance sheet of the Sewer Fund.

These bonds are general obligations of the Village and require the use of tax moneys to meet
principle and interest payments if necessary.

2002 General Obligation Bonds

On July 16, 2002 the Viilage issued a water and sanitary sewage collection use disposal
revenue bond not to exceed $1,000,000, for the purpose of paying part of the cost of
acquiring and constructing water supply improvements to serve the Village. The bond is
payable in annual installments due January 1* and repayment is not expected to exceed forty
years. The bonds bear interest at 4.75% per annum calculated on the daily outstanding
balance. Interest is payable semiannually and is paid on January 1 and July 1.

Accrued Vacation and Sick Leave Pavable

The Village has accrued liabilities for accumulated vested sick leave benefits. See Note A for
a description of the Village’s accounting policies related to these items.

NOTE G - Employee Retirement and Benefit System

Plan Description

The Village participates in the Municipal Employees’ Retirement System of Michigan
(MERS), an agent multiple-employer defined benefit pension plan that covers all full time
employees of the Village. The system provides retirement, disability and death benefits to
plan members and their beneficianies. MERS issues a publicly available financial report that
includes financial statements and required supplementary information for the system. That
report may be obtained by writing to the system at: 447 N. Canal Road, Lansing, Michigan
48917.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE G - Employee Retirement and Benefit System (Continued)

Funding Policy

The obligation to contribute to and maintain the system for these employees was established
by the Village’s personnel policy, which does not require employees to contribute to the plan.
The funding policy provides for periodic employer contributions at actuarially determined
rates; the current rate is zero percent of covered payroll,

Annual Pension Costs

For the year ended February 28, 2005, the Village’s annual pension cost of zero for the plan
was equal to the required and actual contribution. The annual required contribution was
determined as part of an actuarial valuation at December 31, 2003, using the entry age normal
funding cost method. Significant actuarial assumptions used included an 8% investment rate
of return, projected salary increases of 4.5% for base inflation, plus 0.0% to 4.16% for merit
and longevity.

Three Year Trend Information

Three year trend information as of December 31, 2003 follows:

2001 2002 2003

Annual pension cost 0 0 0
Percentage of APC contributed 100 100 100
Net pension obligation 0 0 0
Actuarial value of assets 128,684 126,556 129,965
Actuarial accrued liability 86,861 86,685 87,969
Unfunded (overfunded) AAL (41,823) (39,871) (41,996)
Funded ratio 148 146 148
Covered payroll 20,973 21,080 21,174
UAAL as a percentage of

covered payroll 0 0 0

NOTE H - Risk Management

The Village is exposed to various risks of loss related to property loss, torts, errors and
omissions and employee injuries (workers’ compensation), as well as medical benefits
provided to employees. The Village has purchased commercial insurance for death and
disability, hospitalization and life claims, and is a member of the Michigan Municipal League
Liability and Property Pool for claims relating in liability, fire, fleet and bonds. Settled
claims relating to commercial insurance have not exceeded the amount of insurance coverage
in any of the past three fiscal years.

The Village participates in the Michigan Municipal Worker’s Compensation Fund risk pools
for the purpose of its workers compensation coverage.
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VILLAGE OF LAWRENCE, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended February 28, 2005

NOTE H - Risk Management (Continued)

The Pool program operates as a common risk-sharing management program for local units of
government in Michigan; member premiums are used to purchase commercial excess
insurance coverage and to pay member claims in excess of deductible amounts.

NOTE I - Accounting and Reporting Change

In June 1999, the Governmental Accounting Standards Board issued Statement No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments. The Village has applied the provisions of this statement and related GASB
statements in the accompanying financial statements (including notes to financial statements).
The Village has elected not to retroactively report their infrastructure in the current year.
Certain significant changes in the Statement include the following:

* A Management Discussion and Analysis (MD&A)} section providing an analysis of
the Village’s overall financial position and results of operations.

e Financial statements prepared using full accrual accounting for all of the Village’s
activities.

* A change in the fund financial statements to focus on the major funds.

These and other changes are reflected in the accompanying financial statements (including
notes to the financial statements).
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VILLAGE OF LAWRENCE, MICHIGAN

BUDGET COMPARISON SCHEDULE - GENERAL FUND
For the Year Ended February 28, 2005

REVENUES
Property taxes

Licenses and permits

I[ntergovernmental revenues
State shared revenues
Liquor license fees

Charges for services
Cable franchise fees
Ordinance fines
Charges for services rendered
Restitution received

interest

Miscellaneous
Equipment rental
Refunds and rebates
Miscellaneous

TOTAL REVENUES

EXPENDITURES
General government

Village council
Salaries
Payroll taxes
Memberships and dues
Mileage
Conferences
Insurance
Miscellaneous

President
Salaries
Payroll taxes
Miscellaneous

Other executive activities
Contracted services
Accounting
Auditing
Budgeting
Legal
Grant fees
County computer
Conferences
[nsurance

Budgeted Amounts
Variance with
Final Budget
Original Final Actual Fav (Unfay)
5 117,815 123,415 123,655 b 240
800 792 748 (44)
124,850 125,672 125,672 “m-
1,380 1,070 1,073 3
244,845 126,742 126,745 3
2,400 3,200 6,440 3,240
1,200 90 100 10
— 4,165 4,369 204
-— 185 187 2
3,600 7,640 11,096 3,456
800 965 1,589 624
74,000 74,000 00,4381 (13,519}
1,500 5,700 2,856 (2,844)
2,500 7,200 6,860 (340)
78,000 86,900 70,197 (16,703)
3 327,245 346,454 334,030 $ (12,424)
5 4,680 4,680 4,680 3 -
360 360 358 2
1,000 1,020 1,019 1
200 200 - 200
400 400 - 400
500 500 - 500
1,200 1,200 200 1,000
8,340 8,360 6,257 2,103
1,560 1,560 1,560
120 120 119 1
200 200 - 200
880 1,880 1,679 201
500 500 300 200
1,000 1,000 225 775
5,300 10,900 2,725 8,175
260 260 225 35
4,000 4,000 3,083 917
560 - -—
-—- 500 - 500
- 30 30 -
17,000 17,000 16,168 832
28,560 34,190 22,756 11,434
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VILLAGE OF LAWRENCE, MICHIGAN
BUDGET COMPARISON SCHEDULE - GENERAL FUND (CONTINUED)
For the Year Ended February 28, 2005

Budgeted Amounts
Variance with
Final Budget
Original Final Actual Fav (Unfav)
Elections
Contracted services b 00 % 300 % 300 $ -
Printing and publishing 600 600 - 600
Miscellaneous 100 100 68 32
1,000 1,000 368 632
Clerk
Salary 2,400 2,400 2,400 -~
Office salary 5,050 18,600 4,316 14,284
Deputy clerk salary 100 100 --- 100
Payroll taxes 580 580 651 (71)
Dentat insurance 700 700 694 G
Health insurance 11,550 11,550 9,650 1,900
Life insurance 500 500 494 6
M.E.R.S. - 835 835 -
Vacation pay 1,630 1,350 1,344 6
Sick pay 750 750 - 750
Holiday pay 500 500 4438 52
Postage and office supplies : 2,000 1,000 828 172
Mermbership and dues 30 30 30 -—
Mileage 100 100 - 100
Training and seminars 200 200 - 200
Printing and publishing 1,600 500 457 43
Worker’s comp insurance 100 100 --- 100
Office equipment maintenance 1,000 1,000 598 402
Miscellaneous 400 400 329 71
29,190 41,195 23,074 18,124
Treasurer
Salary 1,200 1,200 1,200 —
Payroll taxes 100 100 91 9
Postage and office supplies 200 200 88 112
Insurance and bonds 150 150 - 150
Misc. expenses --- 450 430 20
1,650 2,100 I,809 291
Village hall and grounds
Hall-supplies - - 43 43
Contracted services 2,000 2,000 679 1,321
Utilities-telephone 1,650 1,650 1,490 160
Utilities-heat 7,600 6,600 5,836 764
Utilities-water and sewer 8635 863 560 305
Repairs and maintenance 1,300 1,300 741 559
Equipment maintenance 1,000 100 20 80
Equipment rentai 100 200 165 35
Miscellaneous 100 100 59 41
14,6135 12,815 9,593 3,222
Total general government 85,235 101,540 65,536 36,004
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VILLAGE OF LAWRENCE, MICHIGAN
BUDGET COMPARISON SCHEDULE — GENERAL FUND (CONTINUED)
For the Year Ended February 28, 2005

Budgeted Amounts

Variance with
Final Budget
Original Final Actual Fav (Unfav)
Public safety
Police
Contracted services $ 126,000 S 133,800 % 134,469 § (669)
Legal services - 270 270 -
Telephone -~ 1,525 1,550 (25)
126,000 135,595 136,289 (694)
Fire protection
Fire hydrant rent 5,100 6,760 6,760 -
Inspection department
Postage/office supplies 50. 50 12 38
Contracted services 2,200 2,200 -— 2,200
Miscelianeous 200 200 117 83
2,450 2,450 129 2321
Planning commission
Salaries 1,800 1,800 1,200 600
Payroll taxes 140 140 92 48
Contracted services 2,500 2,500 - 2,500
Workshops and conferences 500 500 370 130
Printing and publishing 300 250 —— 250
Misceltaneous expenses 50 100 89 1t
5,290 5,290 1,751 3,539
Crossing guard
Salaries 1,600 1,600 1,613 (13)
Payroll taxes 125 125 123 2
Worker's comp insurance 40 40 - 40
Miscellaneous --- 30 29 1
1,765 1,795 1,765 30
Total public safety 140,605 151,890 146,694 5,196
Public works
Department of public works
Postage and office supplies 100 125 13 12
Operating supplies 1,700 2,600 2,811 211}
Uniforms 450 700 686 14
Contracted services 29.300 -— — -
Reallocation equip repairs - 13,500 13,243 257
Reallocation garage lab 500 13,000 13,078 (78)
Reallocation shop time 500 14,500 13,454 1,046
Utilities and telephone 800 1,300 1,315 (15)
Mileage 100 100 -- 100
Gas and oil 4,000 4,700 4,614 86
Printing and publishing 50 50 - 50
Street lights 13,000 13,000 12,842 158
Repairs and maintenance 4,500 6,000 6,455 (455)
Miscellaneous 300 300 127 173
Building improvements - 2,500 --- 2,500
55,300 72,375 68,738 3,637
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VILLAGE OF LAWRENCE, MICHIGAN

BUDGET COMPARISON SCHEDULE - GENERAL FUND (CONTINUED)

For the Year Ended February 28, 2005

Sidewalks
Contracted services
Engineering
Repairs and maintenance
Equipment rental
Miscellaneous

Sanitation
Contracted services
Equipment rental
Miscellaneous

Village park
Operating supplies
Contracted services
Tree trimming
Christmas décor
Repairs and maintenance
Equipment rental
Miscellaneous

Library
Contracted services

Total public works

Debt service
Capital outtay

TOTAL EXPENDITURES

OTHER FINANCING USES
Operating transfer to major street
Operating transfer to local street
TOTAL OTHER FINANCING

USES

TOTAL EXPENDITURES AND
OTHER FINANCING USES

DEFICIENCY OF REVENUES
OVER EXPENDITURES AND
OTHER FINANCING USES

Fund balance, beginning of year

Budgeted Amounts
Variance with
Final Budget
Original Final Actual Fav (Unfav)
A 1,500 % 1,500 1,173 $ 327
— 300 300
—— 288 (288)
750 200 690 210
100 100 — 100
2,350 2,800 2,151 649
6,000 6,000 5,538 462
1,200 2,000 1,975 25
100 100 —- 100
7,300 8,100 7,513 587
300 325 313 12
15,000 15,000 14,680 320
500 3,850 3,850 -
300 300 227 73
600 1,150 1,127 23
6,000 6,400 6,177 223
200 100 38 62
22,900 27,125 26,412 713
- 125 -—- 125
87,850 110,525 104,814 5,711
3,720 3,720 2,171 1,549
1,000 3,800 54,405 (50,605)
318,410 371,475 373,620 (2,145)
20,000 - - -
8,000 - - --
28,000 -—- -
346,410 371,475 373,620 (2,145)
(19,165) (25,021) (39,590) (14,569)
375,080 375,080 375,080 -—
355915 % 350,059 335490 S (14,569)

FUND BALANCE, END OF YEAR §
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VILLAGE OF LAWRENCE, MICHIGAN
BUDGET COMPARISON SCHEDULE - MAJOR STREET FUND
For the Year Ended February 28, 2005

REVENUES
Property taxes
[ntergovernmental revenues
Interest

Miscellaneous
TOTAL REVENUES

OTHER FINANCING SOURCES
Operating transfers in

TOTAL REVENUES AND OTHER
FINANCING SOURCES

EXPENDITURES
Bridges
Street construction
Routine maintenance
Tree trimming
Traffic services
Winter maintenance
Administration
TOTAL EXPENDITURES

DEFICIENCY OF REVENUES
OVER EXPENDITURES

FUND BALANCE AT BEGINNING
OF YEAR

FUND BALANCE AT END OF
YEAR

Budgeted Amounts

Variance with
Final Budget
Original Final Actual Fav (Unfav)

3 29570 % 30,770 8% 36412 § 5,642
72,375 77,375 78,290 915
500 1,000 1,318 3i8
1,100 o -—- ---
103,545 109,145 116,020 6,875
20,000 --- - -—-
123,545 109,145 116,020 6,875
550 550 - 550
105,600 99,600 91,287 8,313
58,200 63,150 49,472 13,678
500 300 375 125
800 800 753 47
23,250 23,450 12,825 10,625
5,061 5,061 4,058 1,003
193,961 193,111 158,770 34,341
(70,416) (83,966) (42,750) 41,216
107,284 107,284 107,284 -
$ 36,868 % 23318 3§ 64,534 $ 41,216
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VILLAGE OF LAWRENCE, MICHIGAN
BUDGET COMPARISON SCHEDULE -~ LOCAL STREET FUND
For the Year Ended February 28, 2005

Budgeted Amounts

Variance with
Final Budget

Original Final Actual Fav {(Unfav)
REVENUES
Property taxes 3 14,100 % 15100 § 18,217 % 3,117
Intergovernmental revenues 18,500 20,000 20,665 663
Interest 100 100 331 231
TOTAL REVENUES 32,700 35,200 39,213 4,013
OTHER FINANCING SOURCES
Operating transfers in 8.000 --- — -
TOTAL REVENUES AND OTHER
FINANCING SOURCES 40,700 35,200 39,213 4,013
EXPENDITURES
Routine maintenance 26,600 27,700 19,814 7.886
Tree trimming 50 - 1,288 (1,288)
Traffic services - 50 - 50
Winter maintenance 15,450 15,450 2,507 12,943
Administration 2,352 2,352 2,557 (205)
TOTAL EXPENDITURES 44,452 45,552 26,166 19,386
EXCESS (DEFICIENCY) OF
REVENUES OVER
EXPENDITURES (3,752) (10,352) 13,047 23,399
FUND BALANCE AT BEGINNING
OF YEAR 28,917 28,917 28,917 -—
FUND BALANCE AT END OF
YEAR $ 25,165 § 18,565 § 41,964 3 23,399
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SEBER TANS, pLC

CONSULTANTS & CERTIFIED PUBLIC ACCOUNTANTS

April 27, 2005

To the Village Council
Village of Lawrence, Michigan

In planning and performing our audit of the financial statements of Village of Lawrence,
Michigan (the Village) as of and for the year ended February 28, 2005, we considered the
Village’s internal control in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on internal
control.

However, during our audit we became aware of several matters that either will have a significant
impact on the accounting function of the Village or that are opportunities for strengthening
internal controls and operating efficiency., Such matters are described in the following
paragraphs.

Backup Procedures

During the course of our fieldwork we noted that the Village does not back up financial
information timely onto a media that is separate from the Village’s computer hard drive. This
leaves the Village at risk of losing computerized financial information in the event of a computer
failure or disaster.

We recommend that the Village backup financial information daily onto a form of media that is
separate from the hard drive of the Village computer. Additionally, we recommend that the
backup be kept offsite or locked in a fireproof safe in the event that there is a disaster.

Required Bank Accounts

Under the bonding requirements for the 2002 bond issue reported in the water fund, the Village is
required to maintain a bond and interest redemption fund and a repair, replacement and
improvement fund. At February 28, 2005 the Village was not maintaining these two required
bank accounts.

We recommend that the Village open these bank accounts at their financial institution and make
the required transfers from the operating account of the water fund to appropriately fund and
maintain the accounts to comply with the 2002 bond issue requirements.

*okokok
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We will review the status of these comments during our next audit engagement. We have already
discussed these comments and suggestions with various administrative personnel, and we will be
pleased to discuss them in further detail at your convenience, to perform any additional study of
these matters, or to assist you in implementing the recommendations.

Sincerely,

Sepet TS, TPLC
Seber Tans, PLC



SEBER TANS, pLC

CONSULTANTS & CERTIFIED PUBLIC ACCOUNTANTS

April 27, 2005

To the Village Council

Village of Lawrence, Michigan

We have audited the financial statements of Village of Lawrence, Michigan (the Village) as of and for the
year ended February 28, 2003, and have issued our report thereon dated April 27, 2005. Professional

standards require that we provide you with the following information related to our audit.

Qur Responsibility under Auditing Standards Generally Accepted in the United States

As stated in our engagement letter dated March 25, 2005, our responsibility, as described by professional
standards, is to plan and perform our audit to obtain reasonable, but not absolute, assurance about whether
the financial statements are free of material misstatement and are fairly presented in accordance with
accounting principles generally accepted in the United States of America. Because an audit is designed to
provide reasonable, but not absolute assurance and because we did not perform a detailed examination of
all transactions, there is a risk that material misstatements may exist and not be detected by us.

As part of our audit, we considered the internal control of the Village. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such internal
control.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In accordance
with the terms of our engagement letter, we will advise management about the appropriateness of
accounting policies and their application. The significant accounting policies used by the Village are
described in Note A to the financial statements. As disclosed in Note I to the financial statements, GASB
Statement No. 34 was adopted by the Village during the year ended February 28, 2005, drastically
changing the Village’s financial statements from those issued in prior years. We noted no transactions
entered into by the Village during the year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience abour past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ significantly
from those expected. The most sensitive estimate affecting the financial statements was the historic value
of fixed assets and the related accumulated depreciation required by GASB Statement No. 34, as well as
depreciation expense recorded for the year under audit.

Management’s estimate of the value of fixed assets and related accumulated depreciation was based on the
information contained in the general fixed asset account group. We evaluated the key factors and
assumptions used to develop the values for fixed assets and the related accumulated depreciation in
determining that they are reasonable in relation to the financial statemnents taken as a whole,
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Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of the
financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on the
Village's financial reporting process (that is, cause future financial statements to be materially misstated).
The following audit adjustments, in our judgment, indicate matters that could have a significant effect on
the Village’s financial reporting process:

» In the general fund we proposed an audit adjustment to decrease revenue and accounts receivable
by $60,000, related to the sale of a building. This adjustment was recorded by management.

¢ We proposed numerous other adjustments in all funds related to balancing interfund receivables
and payables, and the allocation of shared expenses. All proposed audit adjustments were
recorded by management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning 2 financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the anditor’s report. We are pleased to report that no
such disagreements arose during the course of our audit.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principals and auditing
standards, with management each year prior to retention as the Village's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition of our retention.

Difficulties Encountered in Performing the Audit
The completion of our audit was delayed for the following reason:

»  Significant time was incurred related to assisting the Village in adopting the accounting standards
required by GASB Statement No. 34, as well as the related financial reporting issues.

¢k ek

This information is intended solely for the use of management and the Village Council and is not intended
to be and should not be used by anyone other than these specified parties.

Seter Trs, PLC

Seber Tans, PLC



